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OATH OR AFFIRMATION

I CHRISTOPHER T, EMMET , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
EMMET & CO., INC. : , a8 of
MARCH— 31 ,20_ Q2 ,aretrue and correct. I further swear (or affirm) that neither

the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely
as that of a customer, except as follows:

/I

ature
(l% ST avis
) Title
; DENISE R. FRISCO
0 \6( \ ARY PUBL|
~J Notary Public MyC C OF NEW JERSEY

ommission Expires March 5, 2007

Th1s report J* contains (check all applicable boxes):
; cing Page.
2 Statement of Financial Condition.
Kl (c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
k] (e) Statement of Changes in Stockholders’® Equity or Partners’ or Sole Proprietors’ Capital.
iJ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
Kl (g) Computation of Net Capital.
Kl (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Kl (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
kl (§) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rulé 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O
3

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
%] (m) A copy of the SIPC Supplemental Report

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of .certain portions of this filing, see section 240.17a-5(e)(3).
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&
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Certified Public Accountants, LLC

500 MORRIS AVENUE
SPRINGFIELD, NJ 07081
(973) 467-3838 + FAX (973) 467-3184

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To The Shareholders Of
EMMET & CO., INC.

We have audited the accompanying statements of financial condition of EMMET &
CO., INC. as of March 31, 2003 and 2002 and the related statements of income,
changes 1in stockholders' equity, changes in liabilities subordinated to
claims o¢f creditors and cash flows, for the vyears then ended. These
financial statements are the responsibility of the Company's management. Our

responsibility is to express an copinion on these financial statements based
upon our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements enumerated above present fairly, in
all material respects, the financial position of EMMET & CO., INC. at March
31, 2003 and 2002, and the results of its operations and cash flows for the
years then ended, in conformity with accounting principles generally accepted
in the United States of Bmerica applied on a basis consistent with that of
the preceding year.

Our examination was made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in
Schedules 1, 2 and 3 is presented for purposes of additional analysis and is
not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the
examination of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements
taken as a whole. -

GREENBERG & PAN;%j%é%Z%%
Springfield, New Jersey

April 21, 2003
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EMMET & CO.,

INC.

STATEMENTS OF FINANCIAL CONDITION

A S SETS

Cash

Cash Segregated Under Rule 15¢3-3
Receivables From Customers

Receivables From Brokers and Dealers

State and Municipal Government Obligations
Property and Equipment, Net

Deposit - Clearing Organization

Deposit ~ Internal Revenue Service
Accrued Interest

Other Assets

TOTAL ASSETS

LIABIULTITTITES A ND

MARCH 31,

2003 2002
$ 306,440 $ 59,806
120,092 2,092
54,290 115,921
76,033 140,508
22,138,696 15,391,136
22,189 32,102
40,000 40,000
448,745 414,843
541,938 333,262
88,818 42,936
$23,837,241 $16,572,606

STOCKHOLDERS'

EQUITY.

Payables to Brokers and Dealers
Payables to Customers

Payable to Clearing Organization
Dividends Payable

Accounts Payable and Other Liabilities

COMMITMENTS & CONTINGENCIES

STOCKHOLDERS' EQUITY

Common Stock - Authorized and Issued
3,500 Shares Without Par Value

Paid-In Capital

Less Cost of Treasury Stock,
-0- and 35 shares,

Retained Earnings

Cost Method,
respectively

TOTAL LIABILITIES AND STOCKEHOLDERS'
EQUITY

S 88,074 $ 606,835
5,426 1,992
18,932,184 10,252,988
1,875,000 3,125, 000
484,522 88,741
21,385,206 14,075, 556
1,200,000 1,200, 000
975, 908 975,908

_0- (25, 000)

276,127 346,142
2,452,035 3,497,050
$23,837,241  $16,572, 606

See accompanying notes to the financial statements.
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EMMET & CO., INC.
STATEMENTS OF INCOME

FOR THE YEARS ENDED
MARCH 31,
2003 2002

REVENUES
Trading Gains (Losses) - Realized S 5,045,615 $7,480,471
- Unrealized 131,39¢° 66,575
Interest Income 613,438 1,084,077
$ 5,790,453 $8,631,123
EXPENSES
Salaries 2,600,625 3,843,959
Interest Expense 196,208 452,208
Clearance Costs 74,176 67,096
Communications 66,370 82,767
Data Processing Costs 177,582 201,631
Occupancy & Equipment Costs 110,754 109,833
Insurance 135,772 113,811
Other Operating Expenses 212,016 248,782
Regulatory Fees and Dues 30,744 46,742
Depreciation and Amortization 5,970 6,579
Pension & Profit Sharing Contribution 379,260 223,843
3,989,477 5,397,251
INCOME BEFORE PROVISION FOR
INCOME TAXES 1,800,976 3,233,872
Provision for State Income Taxes (Benefit) (4,009) 72,351

NET INCOME $ 1,804,985 $3,161,521

See accompanying notes to the financial statements.
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EMMET & CO., INC.
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002

Total
Stock-
Common Paid-In Treasury Retained holders"
Stock Capital Stock Earnings Equity
BATANCE AT
APRIL 1, 2001 $1,200,000 $975,908 & -0- $ 309,621 $2,485,52¢9
Net Income 3,161,521 3,161,521
Purchase of
Treasury Stock (25,000) (25,000)
Dividend ’ (3,125,000) (3,125,000)
BALANCE AT
MARCH 31, 2002 1,200,000 975,908 (25,000) 346,142 2,497,050
Net Income 1,804,985 1,804,885
Sale of
Treasury Stock ‘ 25,000 25,000
Dividend (1,875,000) (1,875,000)
BALANCE AT
MARCH 31, 2003 $1,200,000 $975,908 % -0- s 276,127 $2,452,035

See accompanying notes to the financial statements.
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EMMET & CO.,

STATEMENTS OF CASHE FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net Income to
Net Cash Provided by (Used In)
Operating Activities:
Depreciation and Amortization
Loss Abandonment of Equipment
Change in Assets and Liabilities:
Decrease (Increase) in Receivables
From Brokers and Dealers
Decrease (Increase) in Receivables
From Customers :
Decrease (Increase) in State and
Municipal Government Obligations
Decrease (Increase in Deposit -
Internal Revenue Service
Decrease (Increase in Accrued Interest
Decrease (Increase) 1n Other Assets
Increase (Decrease) in Payables to
Brokers and Dealers
Increase (Decrease) in Payables to
Customers
Increase (Decrease) in Payables to
Clearing Organization
Increase (Decrease) in Accounts
Payable and Other Liabilities
Increase (Decrease) in Dividends
Payable

Net Cash Provided By (Used In)
Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital Expenditures

Net Cash Provided By (Used In)
Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends
Sale (Purchase) of Treasury Stock

Net Cash Provided By (Used In)
Financing Activities

Net Increase (Decrease) in Cash and
Cash Equivalents

Cash and Cash Equivalents at
Beginning of Year

CASH AND CASH EQUIVALENTS AT END OF YEAR

Supplemental Disclcsures of Cash Flow
Information: )
Cash Paid During the Year for:
State Income Taxes
Interest

See accompanying notes to financial statements.

FOR THE YEARS ENDED
MARCH 31,

2003

2002

$ 1,804,985

$ 3,161,521

3,843 6,578

5,970 -0-
64,475 (123,831)
61,631 (31,427)
(6,747,560) 9,981,638
(33,902) (293)
(208, 676) 173,564
(45,882) 93,501
(518,761) 257,820
3,434 (1,989)
8,679,196 (11,874,297)
395,781 (34,690)
(1,250,000) 1,475,000
2,214,634 3,082,997
-0- (15,467)

-0- (15,467)
(1,875,000) (3,125,000)
25,000 (25,000)
(1,850,000) (3,150,000)
364,634 (82,470)
61,898 144,368

$ 426,532 $ 1,898
$ 32,439 $ 72,351
$ 196,208 $ 452,208
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EMMET & CO., INC.
STATEMENTS OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF CREDITORS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002

NONE

See accompanying notes to the financial statements.
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EMMET & CO., INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002

1) ORGANIZATION AND NATURE OF OPERATIONS

Emmet & Co., Inc. 1s a New Jersey corporation. The Company is a
registered broker/dealer with the Securities & Exchange Commission
and a member of the National Association of Securities Dealers, Inc.
The Company buys and sells municipal bonds on its own behalf.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities transactions and related revenues and expense are recorded
on a settlement date basis, which is generally the third business day
following the trade date.

Receivables from and payables to brokers, dealers, customers and
clearing organization represent the contract wvalue of securities
which have not been delivered or received by settlement date.

For financial statement purposes, readily marketable securities owned
by the Company are stated at their market wvalue.

Property and equipment are carried at cost. Depreciation is computed
using ‘the accelerated cost recovery system. The cost of maintenance
and repairs 1is charged to income as incurred, whereas significant
renewals and betterments are capitalized.

Cash equivalents consist of highly liquid, readily marketable, short
term investments with a maturity of 90 days or less.

Preparation of the Company’s financial statements in conformity with
generally accepted accounting principles - requires the wuse of
management’s estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting
period. Accordingly, actual results «could differ from those
estimates.

Financial instruments which potentially subject the Company to
concentrations of credit risk consist principally of cash and amounts
due from correspondent clearing agents. The Company has placed its
cash with a high queality financial institution. The credit risk
associated with amounts due from correspondent clearing agents is low
due to the credit quality of the agents.

Certain items from prior periods within the financial statements have
been reclassified to conform to current period reclassifications.
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EMMET & CO., INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002
{Continued)

3. CASH SEGREGATED UNDER RULE 15c3-3

Cash of $120,092 and $2,092 has been segregated at March 31, 2003 and
2002, 1in a special reserve account for the benefit of customers under
Rule 15c3-3 of the Securities and Exchange Commission.

4. DEPOSIT - INTERNAL REVENUE SERVICE

Under the 1986 Tax Reform Act, all S Corporations retaining a year-
end other than December 31 are required to make a payment to the
Internal Revenue Service based upon the company's deferred base year
net income and applicable payments amounts. A calculation 1is
performed annually after year-end in order to determine the amount
required to be on deposit based upon the previous year's information.

5. PROPERTY AND EQUIPMENT, NET

Property and équipment consists of the following at cost:

2003 2002
Furniture and Fixtures $40,747 $64, 595
Leasehold Improvements 23,340 23,340
_ 64,087 87,935
Less: Accumulated Depreciation
and Amortization 41,898 55,833

§22,189 $32,102

Depreciation and amortization charged to income was $5,970 and $6,579
in 2003 and 2002, respectively.

6. INCOME TAXES

The Company follows FAS 109 for reporting income taxes. The Company
elected under the provisions of the Internal Revenue Code Section
1361 to be taxed as an S Corporation for Federal income tax purposes.
Company profits will be taxed directly to the shareholders, and,
therefore, no provision for Federal income taxes are reflected on the
financial statements.

Certain states also follow the federal 1law with respect to '3’
corporations; however, there still is imposed a tax at the corporate
level. The expense for those states is as follows:

Current tax expense: 3/31/03 3/31/02

State tax at statutory rates $(4,009) $72,351

There are no significant temporary differences.
' Page 8 of 15



EMMET & CO., INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002
(Continued)

7. LOAN AND PLEDGE AGREEMENT

On 1993, the Company entered into a credit arrangement with Custodial
Trust Company (“CTC”), pursuant to which the Company may from time to
time request loans from CTC to finance the purchase or carrying of
securities by the Company, and CTC may agree to make such loans to the
Company. The interest rate is charged based on a “Broker Call Rate”
which means the interest rate quoted daily by Bear, Stearns Securities
Corp., an affiliate of CTC. As of March 31, 2003, the lcan and market
value of securities pledged balance was $18,932,184 and $21,553,020
respectively at a rate of 2.5000% per annum. As of March 31, 2002, the
loan and market value of securities pledged balance was $10,252,988
and $14,331,540 respectively at rate of 3.0000% per annum.

8. COMMITMENTS & CONTINGENCIES

The Company rents 1ts New Jersey office space from one of 1its
shareholders at a base rate of $6,500 per month or $78,000 per year.
The lease is on a month-to-month basis.

Rent expense was $82,050 and $94,104 in 2003 and 2002, respectively.

Market risk is the potential loss the Company may incur as a result
of changes in the market or fair value of a particular financial
instrument or contractual commitment. All financial instruments are
subject to market risk. The Company’s exposure to market risk is
determined by a number of factors, including the size, duration,
composition and diversification of positions held, the absolute and
relative levels of interest rates, as well as market volatility and
liguidity.

9. POSTRETIREMENT EMPLOYEE BENEFITS

The Company does not have a policy to cover employees for any health
care or other welfare benefits that are incurred after employment

(postretirement). Therefore, no provision is required under FAS's
106 or 112.
10. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

In accordance with industry practice, customers and other brokers are
not required to deliver cash or securities to the Company until
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EMMET & CO., INC.
NOTES TO THE FINANCIAIL STATEMENTS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002
(Continued)

settlement date, which is generally three business days after trade

date. In wvolatile securities markets, the price of a security
associated with a transaction could widely fluctuate between the
trade date and settlement date. The Company is exposed to risk of

loss should any counterparty to a securities transaction fail to
fulfill its contractual obligations and the Company is required to
buy or sell securities at prevailing market prices.

The Company controls the above risk by monitoring its market exposure
on a dailly basis. In addition, the Company has a policy of
reviewing, as considered necessary, the credit standing of each
counterparty and customer with which it conducts business.

11. FATR VALUE INFORMATION

At March 31, 2003, substantially all of the Company’s total assets
and liabilities were carried at either market or fair wvalue or at
amounts which approximate such values. Assets and liabilities
recorded at market or fair wvalue include, cash and cash equivalents,
financial instruments owned, and financial instruments sold, not vyet
purchased. Assets and liabilities recorded at contractual amounts
that approximate market or fair value include collateralized short-
term financing agreements, receivables, short-term borrowings,
'payables and accrued liabilities. The market values of such items
are not materially sensitive to shifts in market interest rates
because of the limited term to maturity of many of these instruments
and/or their variable interest rates.

12. DISCLOSURES ABOUT THE FAIR VALUE OF FINANCIAL INSTRUMENTS

Disclosure of the estimated fair wvalue of financial instruments is
required under the provisions of Statement of Financial Accounting
Standards (SFAS”) No. 107 “Disclosure About the Fair Value of
Financial Instruments.” Management Dbelieves that the carryving
amounts of the Company’s financial instruments at March 31, 2003 are
reasonable estimates of their fair value.

13. RETIREMENT PLANS

The Company maintains a profit sharing plan. The plan covers
substantially all full-time employees who meet the plan's eligibility
requirements. With respect to the profit sharing component,
contributions may go up to 15% of eligible compensation, subject to
the 1Internal Revenue Code Section 415 limitation. The Company
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EMMET & CO., INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002
(Continued)

incurred approximately $-0- and $108,000 of expense related to the

prcfit sharing component for the plan year ending March 31, 2003 and
2002.

Effective April 1, 1993 the Company established a defined benefit
plan. The plan provides for payment of retirement benefits, mainly
commencing between the ages of 60 and 65, and also for payment of
certain disability. After meeting certain qualifications, an
employee acquires a vested right to future benefits. The benefits
pavable under the plan are generally determined on the basis of the
employees' length of service and earnings. Annual contributions to
the plan are sufficient to satisfy legal funding requirements. For
the year ended March 31, 2003 and 2002 the amount charged to expense
was approximately $379,260 and $120,000, respectively.

Key economic assumptions used in determinations were:

Discount Rate 6.25%
Expected Long-Term Rate of Return on Plan Assets 6.25%

At March 31, 2003 and 2002 the present value of accrued benefits were
$1,079,486 and $1,053,836 and the value of the assets were 51,139,332
and $1,174,114. -

14. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities & Exchange Commission
Uniform Net Capital Rule (Rule 15¢3-1), which requires the

maintenance o©f minimum net capital. Specifically, the ratio of
aggregate indebtedness to net capital, as defined, shall not exceed
15 to 1. At March 31, 2003, the Company had net capital of

$2,125,959 which was $1,875,959 in excess of required net capital.

The Company's ratio of aggregate indebtedness to net capital at March
31, 2003, was 1.11 to 1.

15. ANNUAL REPORT ON FORM X-17A-5

The annual report to the Securities & Exchange Commission on Form X-
178-5 1s available for examination and copying at the Company's

office and at the regional office of the Securities & Exchange
Commission.
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EMMET & CO., INC.

SCHEDULE 1

COMPUTATION OF AGGREGATE INDEBTEDNESS AND
NET CAPITAL PURSUANT TO RULE 15¢ 3-1

MARCH 31, 2003

AGGREGATE INDEBTEDNESS:

Dividends Payable | $1,875,000
Payable to Customer 5,426
Clearance Costs Payable 20,363
Income Tax Payable 6,502
Accrued Expenses‘and Other Liabilties 457,656
TOTAL AGGREGATE INDEBTEDNESS $2,364,947

NET CAPITAL:

Stockholders' Equity From Statement of

Financial Condition $2,452,036
ADD:
Discretionary Liability/Dividend Payable 1,875,000
DEDUCTiONS:
Total Nonallowable Assets $ 559,752

Haircuts on Securities:
Trading and Investment

Securities 1,325,023
Undue Concentration 316,302 2,201,077
TOTAL NET CAPITAL ’ $2,125,959
{continued)
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EMMET & CO., INC.

SCHEDULE 1

COMPUTATION & AGGREGATE INDEBTEDNESS
AND NET CAPITAL PURSUANT TO
RULE 15¢3-1
{continued)

MARCH 31, 2003

Computation of Basic Net Capital Requirements:

Minimum Net Capital Required (6-2/3% of

Aggregate Indebtedness of $2,364,947) 8 157,663
Minimum Dollar Net Capital Requirement $ 250,000
Net Capital Required S 250,000
Excess Net Capital $1,875,959
*Excess Net Capital at 1,000% ' $1,889,464

Percentage of Aggregate Indebtedness _
to Net Capital 111%

There were no material differences between the computations for
net capital and aggregate indebtedness as computed above and the

computation by the Company included in the Amended Form X- 17A 5
as of March 31, 2003, filed in May 2003.

*Excess Net Capital less 10% of aggregate indebtedness.
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EMMET & CO., INC.

SCHEDULE 2

COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15¢3-3

MARCH 31, 2003

CREDIT BALANCES $ 58,940
DEBIT BALANCES s 53,747

RESERVE COMPUTATION:

Excess of Total Debits Over Total Credits S 5,193

Amount Held on Deposit in "Reserve Bank Account" § 120,092

‘Amount of Deposit S (114, 639)
New Amount in “Reserve Bank Account”
After Adding Deposit $ 5,453
Date of Deposit N/A
Frequency of Computation: ' ~MONTHLY

There were no material differences between the computations for
net capital and aggregate indebtedness as computed above and the
computation by the Company included in the Amended Form X-17A-5
as of March 31, 2003, filed in May 2003.
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EMMET & CO., INC.

SCHEDULE 3

INFORMATION RELATING TO THE POSSESSION OR
CONTROL REQUIREMENTS PURSUANT TO RULE 15c¢3-3

MARCH 31, 2003

State the market wvaluation and the number of items of:

1. Customers' fully paid securities not in the
respondent's possession or control as of March
31, 2003 (for which instructions to reduce the
possession or control had been issued as of that
date), but for which the reguired action was not
taken by respondent within the time frames

specified under Rule 15c¢3-3 NONE
Number of items NONE
2. Customers' fully paid securities for which

instructions to reduce the possession or control
had not been issued as of the audit date,

excluding i1tems arising from '"temporary lags
which result from normal business operations" as
permitted under Rule 15¢3-3 NONE
Number of items NONE

CUSTOMERS' REGULATED COMMODITY
FUTURES ACCOUNTS

NONE

Page 15 of 15



EMMET & CO., INC.

ACCOUNTANTS' SUPPLEMENTARY REPORT
OF INTERNAL ACCOUNTING CONTROL

FOR THE YEAR ENDED MARCH 31, 2003



GREENBERG
&
COMPANY

Certified Public Accountants, LLC

500 MORRIS AVENUE
SPRINGFIELD, NJ 07081
(973) 467-3838 * FAX (973) 467-3184

Board of Directors
EMMET & CO., INC.

In planning and performing our audit of the financial statements of
EMMET & CO., INC. for the year ended March 31, 2003, we considered
its internal control structure, including procedures for safeguarding
securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not
to provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange
Commission, we have made a study of the practices and procedures
followed by EMMET & CO., INC. that we considered relevant to the
objectives stated 1n Rule 17a-5(g)(l) 1in making the periodic
computations of aggregate indebtedness and net capital under Rule
17a-3(a) (11) and the reserve required by Rule 15c3-3(e); (2) in
making the quarterly securities examinations, counts, verifications
and comparisons, and the recordation of differences required by Rule
17a-13; and (3) in complying with the requirements for prompt payment
for securities under Section 8 of Regulation T of the Board of
Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and
maintaining an internal control structure and the practices and
procedures referred to 1n the preceding paragraph. In fulfilling
this responsibility, estimates and Jjudgments by management are
required to assess the expected benefits and related costs of
internal control structure policies and procedures and of the
practices and procedures referred to in the preceding paragraph and
to assess whether those practices and procedures can be expected to
achieve the Commission's above-mentioned objectives. Two of the
objectives of an internal control structure and the practices and
procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with
management's authorization and recorded ©properly to permit
preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) 1lists additional
objectives of the practices and procedures listed in the preceding
paragraph.



Because of inherent limitations in any internal control structure or
the practices and ©procedures referred to above, errors or
irregularities may occur and not be detected. Also, projection of
any evaluation of them to future periods is subject to the risk that
they may become inadegquate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not
necessarily disclose all matters in the internal contreol structure
that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material
weakness 1is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in
amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their
‘assigned functions. However, we noted no matters involving the
internal control structure, including procedures for safeguarding
securities, that we consider to be material weaknesses as defined
above.

We understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the Commission to be adequate for its purpose in
accordance with the Securities Exchange &Act of 1934 and related
regulations, and that practices and procedures that do not accomplish
such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures were
adequate at March 31, 2002, to meet the Commission's objectives.

This report 1s intended sclely for the use of management, the
Securities and Exchange Commission, the New York Stock Exchange and
other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 and should not be used for any other
purpose.

GREENBERG & COMEANY, LL% 4////

Springfield, New Jersey
April 21, 2003



